SIC CODE: 2448

Principal Products: Pallets and Skids

industry information

Relevant Industry Sector Information

The U.S. wood products industry consists of 14 manufacturing sectors that process timber and pulpwood into products such as lumber, panel products, and other basic wood materials.  Small as it may be, pallet manufacturing is a sector within this industry.  

The U.S. wood products industry remains a world leader in the production of, and trade in, a multitude of products used for residential and light commercial construction as well as consumer-oriented products.  Highly skilled labor, access to raw material, efficient transportation, and strong capital investment in machinery and information technologies make the United States the world’s premier producer of wood products.  

International trade is an important component of the wood products industry.  The net value of imports and exports increased consistently from $13.6 billion in 1992 to almost $20 billion in 1998.  However, 1998 was a weak year for exports with values falling 18.5 percent, mostly as a result of languishing Asian economies, especially Japan.  Imports, by contrast, increased 3.7 percent, reflecting strong demand in the United States.  

Sawmills and planing mills are the largest sector in the solid wood products industry.  Product shipments in constant dollars in 1999 were valued at almost $24.2 billion.  The continuation of strong domestic demands for softwood and hardwood lumber was the major reason why product shipment increased by a very healthy 4.1 percent in real terms in 1999.  

Prices for softwood lumber, which were relatively stable throughout 1998, became more volatile in 1999, but not as volatile as they were in late 1996 and early 1997.  

A recent study conducted for the National Wooden Pallets and Container Association states there have been a number of changes taking place in the pallet industry.   For instance, pallet users are not only purchasing more pallets, but have changed how they use them in their facilities.  Eighty percent reported they are using pallets in both the warehouse and shipping areas.  A single pallet, on average, is used nine times compared to past average use of half that much.  This is specifically due to two factors; the quality/strength/durability of pallets has improved, and the price/cost per pallet has declined.  

Another shift taking place in the industry is wooden pallets are preferred 91 percent of the time over other types of pallets.  These pallets are generally purchased from local manufacturers because of the quick turnaround.  

A large percentage of pallets in operation today become an integral part of material handling systems.  The material handling industry is a $60 billion per year market, which crosses all industrial sectors.  Material handling is the driving force in warehousing and shipping.  A key advantage for any pallet manufacturer is building a partnership with major material handling manufacturers.  

As integrated material handling systems continue to grow and play a key role for many manufacturers, wooden pallet producers will need to create pallets of higher quality that can survive dozens of trips.  Many large material handling companies are partnering with pallet manufacturers to produce pallets of specific size and weight capacity to meet the customers’ exact requirements.  

Legal/Environmental/Trade Issues 

None.  (Or Start typing here)
Import Effect Summary

Imports still command the larger share of the U.S. market accounting for nearly 35.7 percent of the product consumption, mainly due to the fierce competitive nature of manufacturers and the cost competitiveness of the product.  Cost is the most significant factor affecting this industry.

